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MEMORANDUM FOR: Edwin , ! 

; D “ J’ondall , ! ' ; 

oput y Di rector ifor East-West Trade 

of Trade Policy ; I 

P r| "ont of the Treasury ; f 


SUBJECT 


Curro/ij outlook for the Soviet Economy 


Attached is an un.i . « ' * 

1 '"ted version of the briefing prepared 

for President Ford’s i . • ■. 

n P to Vladivostok, "USSR: Current 

Outlook for the Econon./ « , . . - » 

j ' ' wnicli you requested for Assistant 

Secretary Parsky’", U dc< , . ' . • ! 

i * pc< "'ang trip to Moscow. 




Chief ' 

USSR Eastern Europe Division 
Office of Economic Research 


i l 

I 

I 


Attachment : 
As stated 
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: 1 i • 

USSR: Current Outlook for the Economy • i 

II MM ! 

The Soviet economy grew briskly in 19 74, 

by the inflation raging in the Wept. J j 


i; 

> 


little 


affected 


—— Industrial production increased 8% by Soviet measures, 
the highest rate since 1970, : ; 

— Capital investment grew by 7%, exceeding the plan and 
nearly double last year's rate, , 


— Farm output fell 3.7% below the record set in 1973; 
nevertheless, grain output at 195.6 million tons 
was; the Second highest in^ history and cotton output 
reached a new high,- . • j ; 
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— National income (Soviet definition) rose 5%; short- 
comings in agriculture held the gain to three- fourths 
of plan. ~ 1 j 

: i • 

t 

The Soviet economic plan for 1975 projects continued 
high rates of growth but discloses no new initiatives or 
changed priorities. • j | 

• i ! • 

— Planned GNP growth is estimated at about 6*s% with 
industrial growth of 6.7% and a recovery in 
agricultural growth of more than 10%', 

•' * i 

; i “ * 

— Capital investment is slated to rise; by m6re than 
7%; the agricultural sector and the fuel and power 
industries appear to have first claim on investment 
resources. ;j • ; 

Despite the high growth planned for 1975, major goals t 
of the five-year plan (1971-75) will not be met. 

* ; i 

-- Many of the consumer goals cannot be' reached because 
of disappointing harvests in 1972 and 1974 and slow 
construction and assimilation: of new production 
capacity, > ' : j ; 
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' ^.increases will be held down to keep incomes 

in line with available goods and services , 

I . i j 

Oil and natural gas output will not reach! their 

targets, largely because of the depletion of older' 

and tec hnical problems in exploiting new 
ore as • ji» 

• * i 

currency ^picturef 6 3 naj ° r the Soviet hard 

?i« h „ p ^ ices . f ° r V 11 and other raw materials increased 
-he value of Soviet exports, substantially; at the 

i • ^ ra ^ n ^Ports declined. An export surplus 

t0 f 1 ’ 5 billion is estimated for 19 74 
and the 1975 surplus may well be larger. 

oi5 h n f° ld P ri ^' es Provided an additional cushion. Sales 
so production may have earned the Soviets 

some $800 mimon m 1974. At $175 an ounce such 

“ ;^e^nt a y r ea?s? r 51 Wlli0n 4“ 1975 and «*• 

I 

VSSR'TLltTJ Soviet h f rd currency position -will improve the 
ova? years. 1D **“ — I-’— • 

““ recentlv^or^flnn f °^fi Pay cashlas ifc agreed to do 
,nf^^ ly fP $800 mlllon worth of West German ecuip- 

oTLS^n ?on K ^ S 5 StSe i COmplex *** for $100 million 
or International Harvester crawler tractors. 

”” resist high interest rates and is likely 

to bargain hara on other commercial terms.. 

The Soviets can also consider postponing exports of 
some commodities, such as diamonds, which probably ! 

will bring higner prices in the future. > , 
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The rr.ain underlying problems in the Soviet economy 
continue to be: i ; 

i ■ ! ; 

— An inability to smoothly translcite knowledge of new 
techniques and new products into large-scale pro- 
duction. ' • 


Acute shortages of housing, generally poor quality 
of consumer goods, and indifferent service in the 
consumer sector. i i 
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